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E.O. 11652: N/A 
TAGS: EFIN, IN 

SUBJECT: REGULATION FOR FOREIGN BANKS 
REN: STATE A- 1911 

1. WE ARE STILL WORKING UP ANSWERS TO REFAIR AND WILL REPLY 
MORE FULLY LATER. SOME CONFUSION EXISTS AROUND SEVERAL CONDITIONS 
OF OPERATION OF FOREIGN BANKS WHICH WE ARE ATTEMPTING TO CLARIFY. 
BASICALLY. HOWEVER, MAJOR DISCRIMINATORY RESTRICTION OVER FOREIGN 
BANKS IS LIMITATION OF BRANCHES TO BOMBAY, CALCUTTA, MADRAS 
AND SOMETIMES NEW DELHI (BANK OF AMERICA HAS JUST BEEN TURNED 
DOWN ON REQUEST FOR BRANCH IN NEW DELHI). FOREIGN BANKS 
ALSO SUBJECT TO FLAT RATE INCOME TAX OF 70 PERCENT PLUS 
3.5 PERCENT EQUAL 73.5 PERCENT) WHILE DOMESTIC BANKS SUBJECT 
TO PROGRESSIVE TAX WITH TOP MARGINAL RATE OF 65 PERCENT PLUS 
SAME 5 PERCENT SURCHARGE. LATTER POINT LARGELY ACADEMIC SINCE 
NATIONALIZED INDIAN BANKS USUALLY DON'T HAVE ANY EARNINGS. 
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